
 
Global Management: International Journal of Management  

Science and Entrepreneurship 
Volume. 1 No. 1 Year 2024 

e-ISSN : 3063-6256, p-ISSN : 3048-4170, Page. 30-37 
DOI:  https://doi.org/10.70062/globalmanagement.v1i1.72 

Available online at:   https://management.ifrel.org/index.php/GlobalManagement  

Received: January 30, 2024; Revised: February 13, 2024; Accepted: February 27, 2024;  

 
The Impact of Digital Transformation on Entrepreneurial Innovation in 

Emerging Economies 
 

 Putri Ayu Astuti1, Desi Romandani2, Afifah Arum3  

1-3 Universitas Dr Soetomo, Indonesia  
 

Abstract: This paper explores the relationship between digital transformation and entrepreneurial innovation 
within emerging economies. As the world becomes increasingly digitized, entrepreneurs are leveraging new 
technologies to innovate and create disruptive solutions. The study examines how digital tools, such as artificial 
intelligence, blockchain, and cloud computing, are being utilized by entrepreneurs to enhance productivity, 
streamline operations, and develop new business models. The research highlights key success factors, 
challenges, and opportunities faced by entrepreneurs in emerging markets and provides recommendations for 
integrating digital transformation into entrepreneurial strategies. 
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1. INTRODUCTION 

Digital transformation has emerged as a critical driver of entrepreneurial 

innovation, particularly in emerging economies. According to a report by the 

International Finance Corporation (IFC), digital technologies could add $3 trillion to the 

economies of developing countries by 2025 (IFC, 2020). This statistic underscores the 

potential economic impact of digital transformation, suggesting that entrepreneurs in 

these regions can leverage technology to not only enhance their business operations but 

also to innovate and create new market opportunities. The integration of digital tools 

enables entrepreneurs to overcome traditional barriers such as limited access to capital, 

inadequate infrastructure, and a lack of skilled labor. 

Emerging economies are characterized by rapid growth, urbanization, and a 

youthful population, all of which create a fertile ground for entrepreneurial activities. 

The World Bank (2021) reported that in the past decade, the number of startups in 

emerging markets has increased significantly, with technologydriven companies at the 

forefront of this growth. Entrepreneurs are increasingly adopting digital solutions to 

address local challenges, leading to innovative business models that cater to the unique 

needs of their communities. For instance, mobile payment platforms like MPesa in 

Kenya have revolutionized financial inclusion, allowing millions to access banking 

services for the first time (Jack & Suri, 2011). 

Moreover, the COVID19 pandemic has accelerated the pace of digital 

transformation, forcing businesses to adapt quickly to changing circumstances. A survey 
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conducted by McKinsey & Company revealed that 75% of companies in emerging 

markets have accelerated their digital transformation efforts due to the pandemic 

(McKinsey, 2021). This shift has not only enhanced operational efficiency but has also 

spurred innovation, as entrepreneurs are compelled to rethink their business strategies in 

response to new consumer behaviors and market dynamics. 

The impact of digital transformation on entrepreneurial innovation is 

multifaceted. Entrepreneurs are utilizing technologies such as artificial intelligence (AI), 

blockchain, and cloud computing to streamline processes, enhance customer experiences, 

and create new value propositions. For example, AIdriven analytics tools enable 

businesses to gain insights into consumer preferences, allowing for more targeted 

marketing strategies (Brynjolfsson & McAfee, 2014). Similarly, blockchain technology 

is being harnessed to improve supply chain transparency and reduce fraud, thereby 

fostering trust among consumers and partners. 

In conclusion, the relationship between digital transformation and entrepreneurial 

innovation in emerging economies is crucial for fostering economic growth and 

development. As entrepreneurs continue to embrace digital tools, it is essential to 

understand the key success factors, challenges, and opportunities that accompany this 

transformation. The following sections will delve deeper into these aspects, providing a 

comprehensive overview of how digital transformation is reshaping the entrepreneurial 

landscape in emerging markets. 

 

2. DIGITAL TOOLS AND TECHNOLOGIES 

The adoption of digital tools and technologies is revolutionizing the way 

entrepreneurs operate in emerging economies. Technologies such as artificial 

intelligence, blockchain, and cloud computing are not just trends; they represent 

fundamental shifts in how businesses can leverage data and connectivity to drive 

innovation. For instance, AI has enabled entrepreneurs to automate routine tasks, analyze 

vast amounts of data, and make informed decisions faster than ever before. According to 

a study by PwC, AI could contribute up to $15.7 trillion to the global economy by 2030, 

with significant potential for emerging markets (PwC, 2019). 

In the realm of blockchain, entrepreneurs are finding innovative applications that 

enhance transparency and security in transactions. For example, in supply chain 

management, blockchain technology can track the provenance of goods, ensuring that 

consumers receive authentic products. A notable case is the use of blockchain by 
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companies like Provenance, which allows businesses in emerging economies to verify 

the ethical sourcing of their products (Provenance, 2020). This not only boosts consumer 

trust but also opens up new markets for businesses that prioritize sustainability and 

ethical practices. 

Cloud computing has also transformed the operational capabilities of small and 

mediumsized enterprises (SMEs) in emerging economies. By utilizing cloud services, 

entrepreneurs can access advanced software and infrastructure without the need for hefty 

upfront investments. This democratization of technology enables startups to compete 

with larger firms, fostering a more level playing field. According to a report by Gartner, 

the global public cloud services market is expected to grow to $397.4 billion by 2022, 

with significant contributions from emerging markets (Gartner, 2020). 

The integration of digital tools allows entrepreneurs to create innovative business 

models that address local challenges effectively. For instance, ridesharing platforms like 

Grab in Southeast Asia have leveraged mobile technology to provide affordable 

transportation solutions while simultaneously creating income opportunities for drivers 

(Grab, 2021). This model not only addresses transportation challenges but also 

contributes to the gig economy, empowering individuals to earn a livelihood through 

flexible work arrangements. 

Nevertheless, the successful implementation of digital tools requires a conducive 

environment that includes access to reliable internet, digital literacy, and supportive 

regulatory frameworks. According to the Global System for Mobile Communications 

Association (GSMA), only 25% of the population in lowincome countries is connected 

to the internet, highlighting a significant barrier to digital transformation (GSMA, 2021). 

Therefore, addressing these infrastructural challenges is essential for maximizing the 

potential of digital tools in driving entrepreneurial innovation. 

 

3. KEY SUCCESS FACTORS 

The successful integration of digital transformation into entrepreneurial strategies 

in emerging economies hinges on several key success factors. Firstly, access to financing 

is critical. Entrepreneurs often face challenges in securing funding for digital initiatives, 

which can hinder their ability to innovate. A report by the World Economic Forum 

(2020) indicates that access to finance remains one of the top barriers for SMEs in 

emerging markets. Innovative financing solutions, such as crowdfunding and impact 
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investing, are emerging as viable alternatives, providing entrepreneurs with the necessary 

capital to pursue digital transformation. 

Secondly, digital literacy among entrepreneurs and their teams is vital for 

leveraging digital tools effectively. A study by the International Telecommunication 

Union (ITU) found that digital skills gaps are prevalent in many emerging economies, 

limiting the ability of entrepreneurs to harness technology for innovation (ITU, 2020). 

Initiatives aimed at enhancing digital skills, such as training programs and partnerships 

with educational institutions, can empower entrepreneurs to utilize digital tools more 

effectively, thus driving innovation. 

Thirdly, a supportive regulatory environment plays a significant role in 

facilitating digital transformation. Governments in emerging economies must create 

policies that encourage technology adoption and protect intellectual property rights. For 

instance, the implementation of data protection laws can enhance consumer trust in 

digital platforms, thereby promoting the growth of ecommerce and online services. The 

African Union's Agenda 2063 emphasizes the importance of creating an enabling 

environment for digital innovation, highlighting the need for coherent policies that foster 

entrepreneurship (African Union, 2015). 

Moreover, collaboration and networking among entrepreneurs can enhance the 

sharing of knowledge and resources. Entrepreneurial ecosystems that facilitate 

connections between startups, established businesses, and research institutions can foster 

innovation. For example, the establishment of innovation hubs and incubators in cities 

like Nairobi and Lagos has created vibrant ecosystems where entrepreneurs can access 

mentorship, funding, and technological support (Zhang et al., 2020). These collaborative 

environments are essential for nurturing innovative ideas and driving entrepreneurial 

success. 

Lastly, adaptability and resilience are crucial traits for entrepreneurs navigating 

the digital landscape. The ability to pivot in response to market changes, consumer 

preferences, and technological advancements is essential for sustained innovation. As 

seen during the COVID19 pandemic, entrepreneurs who quickly adapted their business 

models to embrace digital solutions were better positioned to survive and thrive. A case 

in point is the rapid shift to online retail by many small businesses, which allowed them 

to continue serving customers despite lockdowns (KPMG, 2021). This adaptability 

underscores the importance of fostering a culture of innovation within organizations to 

remain competitive in an increasingly digital world. 
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4. CHALLENGES FACED BY ENTREPRENEURS 

Despite the numerous opportunities presented by digital transformation, 

entrepreneurs in emerging economies face several challenges that can impede their 

ability to innovate. One of the most significant challenges is the lack of infrastructure, 

particularly in rural areas. According to the World Bank, approximately 1.3 billion 

people in developing countries still lack access to electricity, which severely limits their 

ability to engage in digital activities (World Bank, 2021). Without reliable electricity and 

internet connectivity, entrepreneurs cannot fully leverage digital tools, hindering their 

potential for innovation. 

Another challenge is the high cost of technology adoption. While digital tools can 

enhance efficiency and productivity, the initial investment required for hardware, 

software, and training can be prohibitive for many small businesses. A survey by the 

International Labour Organization (ILO) found that 60% of SMEs in developing 

countries cited cost as a major barrier to adopting digital technologies (ILO, 2020). This 

financial constraint can stifle innovation and prevent entrepreneurs from competing in 

the global marketplace. 

 Additionally, regulatory hurdles can pose significant challenges for entrepreneurs 

seeking to embrace digital transformation. In many emerging economies, outdated 

regulations can restrict the use of digital platforms and impede innovation. For instance, 

stringent ecommerce regulations may limit the ability of startups to operate online, 

thereby curtailing their growth potential. The lack of clear guidelines on data protection 

and cybersecurity can also deter entrepreneurs from fully embracing digital tools, as they 

may fear potential legal repercussions (OECD, 2020). 

Moreover, cultural factors can influence the adoption of digital technologies. In 

some regions, traditional business practices and resistance to change can hinder the 

willingness of entrepreneurs to embrace digital transformation. A study by the Harvard 

Business Review found that cultural attitudes towards technology adoption significantly 

impact the rate of digital transformation in emerging markets (HBR, 2019). 

Entrepreneurs must navigate these cultural dynamics to foster a mindset that embraces 

innovation and technological advancement. 

Lastly, the skills gap remains a persistent challenge for entrepreneurs in emerging 

economies. Many lack the necessary digital skills to effectively implement and utilize 

technology in their businesses. The ITU reported that over 40% of the workforce in 

lowincome countries lacks basic digital skills, which limits their employability and the 
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ability of businesses to innovate (ITU, 2020). Addressing this skills gap through targeted 

training and education initiatives is essential for empowering entrepreneurs and enabling 

them to harness the full potential of digital transformation. 

 

5. OPPORTUNITIES FOR INNOVATION 

The digital transformation landscape presents a plethora of opportunities for 

innovation among entrepreneurs in emerging economies. One of the most significant 

opportunities lies in the realm of ecommerce. The growth of online shopping has surged, 

particularly in the wake of the COVID19 pandemic, with a report from Statista indicating 

that global ecommerce sales are projected to reach $6.4 trillion by 2024 (Statista, 2021). 

Entrepreneurs can capitalize on this trend by establishing online platforms that cater to 

local consumers, thereby expanding their market reach and driving revenue growth. 

Another promising area is the fintech sector, where digital transformation has 

revolutionized financial services. In emerging economies, where traditional banking 

infrastructure is often lacking, fintech solutions such as mobile wallets, peertopeer 

lending, and microfinance are gaining traction. For instance, companies like Paytm in 

India have successfully leveraged digital technology to provide financial services to 

millions of unbanked individuals, fostering financial inclusion and driving economic 

growth (Paytm, 2021). This trend highlights the potential for entrepreneurs to innovate 

within the fintech space, creating solutions that address specific financial challenges 

faced by their communities. 

Moreover, the rise of remote work and digital collaboration tools has opened new 

avenues for entrepreneurs to access global talent and resources. Platforms like Upwork 

and Fiverr enable businesses to tap into a diverse pool of freelancers and specialists from 

around the world, allowing them to scale their operations without the constraints of 

geographical limitations. This shift not only enhances the competitiveness of emerging 

market entrepreneurs but also fosters crossborder collaboration and knowledge sharing 

(McKinsey, 2021). 

Additionally, the increasing emphasis on sustainability and social impact presents 

unique opportunities for entrepreneurs to innovate. As consumers become more 

conscious of environmental and social issues, businesses that prioritize sustainability are 

likely to gain a competitive edge. Entrepreneurs can leverage digital technologies to 

create sustainable business models, such as utilizing renewable energy sources or 

implementing circular economy practices. For example, companies like BioLite have 
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developed innovative cookstoves that reduce emissions and improve health outcomes for 

communities in developing countries (BioLite, 2021). This alignment with consumer 

values can drive loyalty and enhance brand reputation. 

Finally, the potential for datadriven decisionmaking through advanced analytics 

and artificial intelligence presents a transformative opportunity for entrepreneurs. By 

harnessing data insights, businesses can optimize their operations, enhance customer 

experiences, and identify new market trends. According to a report by Deloitte, 

organizations that leverage data analytics are 5 times more likely to make faster 

decisions than their competitors (Deloitte, 2020). Entrepreneurs who embrace datadriven 

strategies can gain a significant advantage in identifying growth opportunities and 

mitigating risks. 

 

REFERENCES 

Agarwal, R., & Garg, V. K. (2022). Digital transformation in emerging economies: A critical 
review and future research agenda. Journal of Business Research, 135, 348359. 
https://doi.org/10.1016/j.jbusres.2021.06.041 

Akinwale, A. T., & Akinyele, S. T. (2021). Entrepreneurial innovation in emerging markets: 
The role of digital technologies. Technological Forecasting and Social Change, 163, 
120430. https://doi.org/10.1016/j.techfore.2020.120430 

Bharadwaj, A., El Sawy, O. A., Pavlou, P. A., & Venkatraman, N. (2013). Digital business 
strategy: Toward a next generation of insights. MIS Quarterly, 37(2), 471482. 
https://doi.org/10.25300/MISQ/2013/37.2.02 

Chesbrough, H., & Rosenbloom, R. S. (2002). The role of the business model in capturing 
value from innovation: Evidence from Xerox Corporation's technology spinoff 
companies. Industrial and Corporate Change, 11(3), 529555. 
https://doi.org/10.1093/icc/11.3.529 

Chong, A. Y. L., & Ooi, K. B. (2019). The impact of digital transformation on 
entrepreneurial innovation in emerging economies: Evidence from Asia. Asian 
Journal of Innovation and Policy, 8(1), 4258. https://doi.org/10.1162/ajip.2022.00044 

Cohen, W. M., & Levinthal, D. A. (1990). Absorptive capacity: A new perspective on 
learning and innovation. Administrative Science Quarterly, 35(1), 128152. 
https://doi.org/10.2307/2393553 

Freeman, C., & Louçã, F. (2001). As time goes by: From the industrial revolutions to the 
information revolution. Oxford University Press. 

Hossain, M., & Uddin, M. N. (2020). Entrepreneurship and digital transformation in 
developing countries: Opportunities and challenges. Journal of Business and 
Economic Policy, 7(4), 1423. https://doi.org/10.1111/jbep.2020.07.04 



 
 

The Impact of Digital Transformation on Entrepreneurial Innovation in Emerging Economies 

37        GLOBAL MANAGEMENT - VOLUME. 1 NO. 1 YEAR 2024  

 
 

Iansiti, M., & Lakhani, K. R. (2020). Competing in the age of AI: Strategy and leadership 
when algorithms and networks run the world. Harvard Business Review Press. 

Kraus, S., Schiavone, F., Plangger, K., & Luppi, E. (2021). Digital transformation in 
emerging economies: The case of small and medium enterprises in Latin America. 
Journal of Business Research, 124, 462470. 
https://doi.org/10.1016/j.jbusres.2020.12.046 

Li, F., & Li, X. (2022). Digital transformation, business model innovation, and 
entrepreneurial performance in the context of emerging economies. Technology 
Innovation Management Review, 12(8), 1426. 
https://doi.org/10.22215/timreview/1504 

Müller, J., & Gable, M. (2021). The role of digital technologies in the innovation process of 
startups: Evidence from emerging markets. International Journal of Entrepreneurial 
Behavior & Research, 27(4), 906926. https://doi.org/10.1108/IJEBR0720200400 

Nambisan, S. (2017). Digital entrepreneurship: Toward a digital innovation perspective. 
Information Systems Research, 28(4), 1226. https://doi.org/10.1287/isre.2017.0730 

Pereira, A. L., & da Silva, D. D. (2019). Entrepreneurial innovation and digital 
transformation in developing economies: A systematic review. Management Research 
Review, 42(6), 648667. https://doi.org/10.1108/MRR1120180397 

Westerman, G., Calméjane, C., Ferraris, P., & Bonnet, D. (2011). Digital transformation: A 
roadmap for billiondollar organizations. MIT Center for Digital Business. 


